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Abstract   
The focus of this paper is to show the necessity to change the existing policy on the importance of entrepreneurship and rural 
development in Serbia. It cannot be said that this area was not given importance in Serbia, but it can definitely be said that this is 
not done in the correct way, using all available resources (human, financial (own and foreign sources of funding), intellectual, 
etc). The aim is to draw attention to the necessity of reducing the public sector (which incidentally has been funded by the private 
sector through taxes), to the greater stimulation of the private sector (environment, sources of financing, etc.) and to a number of 
other measures that the Government of Serbia should take, which would be aimed at that for an estimated period of five to ten 
years, and see in practice that the number of employees in the private sector is ¾, and in the state administration ¼. Namely that 
the private sector is strong, stable and the state sector is efficient. Furthermore, the aim of this paper is to show us the necessity of 
using pre-accession funds for the purpose of rural development in Serbia, with the emphasis on legislative solutions that have 
existed even in the former SFRY. 
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1. Introduction 
One of the major problems that Serbia is facing is the decline in the birthrate, "white plague", a higher rate of 
mortality than birth rates, in addition to the large population migration, which started back in the last century and at 
the beginning of this century has had a tremendous momentum. It is about the migrations from village to city. For 
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the sake of comparison the migration process which in the world lasts 150 years in our country takes place for a 
period of 50 years. Developed countries of the world, the EU, have even in the last century concentrated all their 
resources, potentials to creation of long-term policy for the development of entrepreneurship and rural development 
and made a new concept of rural economy (tourism, agriculture, forestry, handicrafts ...). Politics, rural development 
strategy and entrepreneurship have varied from country to country which is presented in Table 1. 
     Table 1. The primacy for the purpose of rural development for selected countries 
Countries Primacy 
Spain Industrial plants in rural areas 
Ireland Integrated projects 
Italy Structural Funds reform 
Austria The development of the mountainous areas 
Ireland Both agricultural and non-agricultural activity 
France Spatial planning 
Switzerland Tourism development, family farms 
 
The fact that we are a poor agrarian country with low productivity is also confirmed by the fact that one of our 
farmers produces food for six people, Romanian for eight, Hungarian farmer for nine, Bulgarian for 16, in Italy and 
Austria one farmer produces food that may be feeding 22, France 35 and in Germany by as much as 46 people. 
(Gulan B. 2008) 
However, we must be aware of the external and internal factors that affect rural development, and therefore their 
roles. These factors are labor and capital.  
Accordingly, neoclassical growth theory explains regional differences as a result of the availability and 
interregional mobility of production factors - labor and capital. Capital tends to move into regions with a surplus of 
cheap labor, while the labor force is moving in the opposite direction (Rikalović, et al 2012). 
2. The importance of entrepreneurship 
According to N. Penezić "Entrepreneurship is the activity aimed at initiating, organizing and updating of business 
operations, with the primary objective of creating new markets and profit taking. It is related to all aspects of human 
behavior and actions - developing creativity, stimulating the birth of ideas and enriching human needs" (Penezić N. 
2003). 
When talking about entrepreneurship, you must first start with the fact, what is it that we (the state, individuals, 
local government) get by the entrepreneurship development. In the Table 2 are listed some segments on which 
development of entrepreneurship influences. 
     Table 2 Schematic presentation of the impact of entrepreneurship development 
The development of economy 
Establishment of new companies 
Factor of Production 
The accumulation of resources (human, financial ...) 
Development of new markets 
New products 
More numerous and new groups of consumers 
Higher employment 
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Thus, first, the Serbian state (i.e. its state administration) must become aware that only through the development 
of entrepreneurship (family, female, internal ...), development of small and medium-sized enterprises, it can reach 
the goal and that is: employment growth, private sector growth, economic development to the satisfaction of 
individuals (entrepreneurs), residents, local government. However, it is first necessary for the state to undertake a 
range of measures (legal framework, tax incentives, creating a favorable climate for entrepreneurship, financial 
incentives, emphasis on companies that produce products forcing services in no case...), then inevitable is passage of 
certain time (two to three years) in order to really see the results of the establishment of shops, small and medium 
enterprises in practice. However, one can freely say that this must be preceded by changes in the relationship that 
exists between the public and private sectors. The Serbian government needs to adopt a series of measures such as: 
x give primacy to the private sector, 
x to privatize public enterprises (with some exceptions of course), 
x reduce the number of employees by 30% in the state administration, i.e. within five to ten years lead to ¼ of 
employees working in the civil service, and ¾ in the private sector, 
x abolish the selective enforcement of the law (civil sector is less controlled than the private sector), 
x introduce new tax incentives, but not ones that have so far been effective because they have not yielded the 
results in practice, but for example: Not paying corporate income tax in the first three years of operation by 
all employers who employ a certain number of workers (and the number would vary depending on the type of 
business entrepreneurs, owner of small and medium enterprises) 
x inevitably reduce the gray economy to 15% of GDP, but first create a favorable climate, new jobs, so that the 
people who work in the gray zone shifted and brought to legislative frameworks, compulsory taking into 
account the citizens who work in the gray area (most of them are unemployed and support a family) and all 
this is due to all the events in Serbia in last two decades (wars, disintegration of the country, transition, 
privatization, increased unemployment, economic crisis, social poverty, indigence, inflation ....). 
We can not but look at the benefits of entrepreneurship, but with the parallel between Serbia and other developed 
countries. Table 3. shows the benefits of entrepreneurship development in developed countries, and on the other 
hand, how it is in our country. 
     Table 3 Schematic representation of the benefits that should be on the side of entrepreneurs in developing countries, with 
emphasis on Serbia. 
Developed countries Serbia 
Entrepreneurial independence Employment 
Chance for diversity Survival 
High profit Loss, low profit 
Self-assertion Survival 
Contribution to the local community, society Exposed to all levels of government 
Acknowledgment for the efforts made In a very small percentage and that from the family and an employee 
The possibility of the owner to do the job he/she 
loves 
The possibility of the owner to do the job he must do to exist and 
survive 
 
Every area of life and work is written about, analyzed, measures are proposed for improvement, it must be made 
in the context of the fact that our country was destroyed by war, geographically reduced, hit by natural disasters, that 
it is still in transition, that the Governments often changed, that privatization was unsuccessful, that the laws brought 
for a short period of time (frequent changes), that the laws even if brought were not being implemented, the decline 
of morality, lethargy, depression on the population, the collapse of the textile, heavy and light industry, simply said 
transition from social to private property that was not well implemented, and left behind incalculable consequences 
for the country and the population. Simply, everything that has been said has as the fact that when the Table 3 is 
viewed the benefits of entrepreneurship in developed countries in our country are greatly differently understood and 
accepted i.e. implemented in practice. While in developed countries to be an entrepreneur means to do the job that 
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you love, that you expect high profits, that you are recognized and sighted in these society, and that the possibility of 
self-assertion adorns you, that you are  independent, the latter to be an entrepreneur in Serbia means opening a store 
(mainly providing services) to provide a living for yourself and your family, that you owe the state, public 
companies or in the best case (a small number) you manage to pay your obligations on time, that all that is in order 
to survive (yourself and your family), you do what you have to and not what you love, and as far as the recognition 
it does not exist not even from your own family, let alone by the government, local self-government. 
Table 4. below shows the advantages and disadvantages of small and medium-sized enterprises. 
     Table 4 Advantages and disadvantages of small and medium-sized enterprises 
Advantages Disadvantages 
Independence in work Personal responsibility 
Faster possibility to react to market changes Seasonal jobs negatively affect business 
Higher profit, earnings in relation to work for another employer Increasing competition - greater danger to one’s own business 
Stability of work - positive operation The risk of failure 
Employment of household members Lack of knowledge, low level of competence 
The owner is solely responsible if he/she operates both positively 
and negatively  
Poor legal regulations 
3. Rural Development of Serbia 
For many years regional development is spoken about in Serbia. It is an issue that has most often been used in 
election campaigns. In practice, nothing or very little has been done (some of the factories opened in Zajecar, 
Jagodina ...). However, it is not regional development. The key question of Serbian policy in the field of regional 
development and agriculture must be the development of agricultural households and constant, continuous work on 
the regional development of all underdeveloped areas. Some of the characteristics of Serbian rural areas are: the old 
age, the great migration, the manner of use of natural resources, external and internal environment, small 
households, the way to commercialize the products and services, uncertain economic and social security ... It is 
necessary to find mechanisms that would aim to engage all resources at their disposal in rural areas, with the aim of 
improving living standards of population, stopping the negative economic and demographic trends. Let us not forget 
that the experience in the field of rural and regional development date from the time of SFRY, but their main 
drawback was the lack of a stable development model. 
The rural development of Serbia has always been discussed and written about, I will mention only a few 
strategies at the turn of the century: Serbian Strategy for Agricultural Development (2005), Strategy of Regional 
Development of the Republic of Serbia for the period 2007-2012 (2007), Poverty Reduction Strategy (2003), the 
National Employment Strategy for the period 2005-10 (2005), Tourism Development Strategy of Serbia 2005-2015 
(2006) ... 
Regulations adopted after 1953 anticipated the division to: urban, rural and mixed settlements. 
The Law on underdeveloped areas in the Republic of Serbia (1995) states the following division:  
a) underdeveloped municipalities, 
b) undeveloped municipalities and 
c) other municipalities. 
In 2003 we founded the Agency for rural development, but we shut it down in 2004. It was formed within the 
Ministry of Finance. This fact speaks about our negligence, i.e. the formation of various agencies, bodies (which are 
canceled after a specific time or in fact exist only on paper), as well as about the adoption of various laws that are 
not implemented in practice (or, are conducted sporadically) but are only "dead letter". In rural areas of Serbia 
(defined according to the OECD methodology) there are 1.365 million of households, or 54% of the total number of 
households. There are 328 thousand of households up to 3 ha, or 56% of the total number of farms in the rural areas 
of Serbia. (Bogdanov, 2007) In Table 5 the characteristics of rural areas in Serbia are given. 
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     Table 5 Characteristics of rural areas in Serbia 
85% of the territory of Serbia 
55% of the population 
41% form the GDP of the country 
45% of the population works in agriculture 
55% of households see their future outside of agriculture 
Poor utility infrastructure 
The low level of being informed 
Sporadic cooperation with local government 
Revenues from sales of products, from employment and pensions 
Population density 63 inhabitants/km2 
The low level of education 
Low accumulation capacity 
Insecure investment environment 
Low productivity 
The average household size of 3.5 ha 
Outdated machinery 
Poor infrastructure 
The absence of producer groups and associations 
The low level of entrepreneurship 
Approximately 20% of workers in agriculture is engaged in producing for the market 
 
National Rural Development Programme of the Republic of Serbia for 2011-13 (adopted in 2011) identifies three 
strategic objectives relating to the improvement of the agricultural and food sectors: encouraging improvements in 
food safety, veterinary and phytosanitary actions, bringing it in accordance with the standards required by the EU 
and encouraging the sustainable development of the rural economy and rural areas, encouraging diversification. 
Sector fiche IPA National. 
Plans for 2014 and 2015, made on the basis of medium-term macroeconomic projections with the planned deficit, 
the planned budget funds are shown in Table 6, regarding agriculture and rural development. 
Ministry of Agriculture, Forestry and Water Management for 2013 planned 310 533 119; for 2014 it planned 322 
954 457 and for 2015 - 335 872 625. The strategic objective of the government economic policy in the medium term 
2013-2015, as stated in the Draft fiscal strategy is to accelerate the process of European integration of the Republic 
of Serbia, by undertaking activities leading to the start of accession to negotiations and implementation of systemic 
reforms leading to fulfillment of the Copenhagen criteria. Sector fiche IPA National 
4. The EU and pre-accession funds for rural development 
Given that Serbia is "on the way" to the EU, one of the questions that will need to be solved (not just legislative 
theoretically, but also practically) before becoming the member is its rural development. It is extremely important 
due to the fact that they will have the access to pre-accession funds, and instruments for Pre-Accession Assistance 
for Rural Development.  
Due to the importance and immeasurable positive effects the EU has placed rural development policy put as the 
second pillar of agricultural policy in the "Agenda 2000" (1997). EU in 2005 formed the EAFRD (European Fund 
for Rural Development). All this is in order to increase employment rates, the introduction of innovation and 
competitiveness in rural areas. In Table 6 the characteristics of EU rural development are given. 
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     Table 6 Characteristics of rural areas of EU 
They cover 90% of the EU area 
Include about half of the EU population 
The rich and diverse natural resources 
The wealth of human resources 
Wealth of energy 
Meet the needs of half of Europe for food, materials and other natural resources 
They provide tourist centers for recreation 
 
Rural Policy of the EU for the period 2007-2013 has three main objectives, presented through the so-called Axis, 
and a horizontal axis - The LEADER Approach: (Janković, 2009) 
x Axis 1 - contains measures to boost competitiveness. Supports various capital investments in production and 
processing of agricultural products, as well as in forestry, land works, investment in human resources, 
improvement of food quality and safety. 
x Axis 2 - includes measures for the sustainable management of resources. These are the different direct 
payment to cover the extra costs or lost income for production, better maintenance of natural resources, 
environmental protection and a higher level of animal welfare (agro-environmental measures) or for 
production in areas with less favorable conditions for agriculture and sustainable forestry systems, etc.  
x Axis 3 - includes measures to improve the quality of life and diversification of economic activities in the 
countryside. These are actions that go beyond agriculture and forestry. It is possible to support the various 
projects of construction of rural infrastructure, the establishment microprocompanies, maintenance of cultural 
and natural heritage and more. 
x Axis 4 - LEADER approach is not a set of measures but the way to arrive at specific programs. It supports 
the organization of local action groups, say the local communities that come together for the implementation 
of specific projects from the group of measures of first three axes. 
The candidate countries for EU membership are required to prepare well in order to become an equal member of 
the Union, and therefore the pre-accession funds are available to them. For this purpose in 1989 and 1999 the 
following pre-accession programs have been formed: 
x PHARE (3906/89) – is a program aimed at the creation and establishment of institutions, reforming public 
administration 
x ISPA (1267/99) - an assistance program directed towards large infrastructural projects in the area of transport 
and environmental protection. 
x SAPARD (1268/99) – is a program of assistance for agriculture and rural development. 
On the other hand, the candidate countries need to meet the general and specific conditions to be able to use the 
funds from these programs, such as: establishment of a national fund to receive help and guidance, possession of a 
national development plan with exhaustively enumerated priorities by regions and municipalities, possessing quality 
projects ... By comparison, 10 countries that have recently joined the EU (Poland, Romania, Hungary, Czech 
Republic, Lithuania, Bulgaria, Estonia, Slovenia, Slovakia, Latvia) have managed to implement only 50% of the 
assistance from PHARE, 35% from ISPA and 14% from SAPARD. (Funds and programs of the European Union 
2006). The EU Council established SAPARD in 1999. The purpose of the foundation is to provide assistance in 
order to develop agriculture and rural areas, intended for candidate countries from Central and Eastern Europe. It 
has been applied from January 2000. The program objectives are: CAP (preparation for the Common Agricultural 
Policy), the improvement of arable land, soil quality, investment in agricultural holdings, harmonization with 
European regulations. The criteria of SAPARD for financing are: gross domestic product, area of agricultural land, 
territorial specificities, the number of farmers ... EU introduces a new mechanism in 2006 and instead of the existing 
pre-accession funds forms IPA for the Western Balkans for the period from 2007 to 2013. Table 7, 8. shows the aid 
program of IPA and CARDS. 
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     Table 7 The aid programs of IPA and CARDS 
IPA CARDS 
The candidate countries and potential candidates The Western Balkan countries 
Period: 2007-2013 Period: 2000-2006 
Resources: 10.213 billion euro (constant prices) 11,468 (at current 
prices) 
Resources: EUR 4.65 billion 
Purpose: the assistance in transition for institutional capacity 
building, cross-border cooperation, assistance in the preparation of 
programming, using and building management systems and quality 
use of EU funds after accession 
Purpose: reconstruction and stabilization of the region sustainable 
development and market-oriented economic reforms, poverty 
reduction, fostering cooperation between Member States of CARS, 
supporting regional, cross-border and inter-regional cooperation 
Jurisdiction: Delegation of the European Commission Jurisdiction: European Agency for Reconstruction 
     Table 8 Components of the Instrument for Pre-Accession Assistance - IPA 
Components Potential candidate countries 
(Serbia, Montenegro, Bosnia, 
Albania) 
The candidate countries for EU 
membership (Turkey, Croatia 
and Macedonia) 
Component I - Transition 
Assistance and Institution 
Building 
Potential candidates for EU  The candidate countries for EU 
membership 
Component II - cross-border 
cooperation 
Potential candidates for EU  The candidate countries for EU 
membership 
Component III - Regional 
Development 
 The candidate countries for EU 
membership 
Component IV - Human 
Resource Development 
 The candidate countries for EU 
membership 
Component V - Rural 
Development 
 The candidate countries for EU 
membership 
 
The condition for receiving assistance is that candidate countries have the accredited decentralized system of 
fund management and assistance is provided to them through all five components. Potential candidate countries that 
do not have it can use the assistance through the first two components. Various studies have conducted on rural 
assessment, development states and propositions and social influences which contribute or undermine the efforts for 
establishing entrepreneurship. (Hualou, et al. 2009) examined rural development in coastal China, (Shortall, & 
Shucksmith, 1998) did a research on integrated rural development in Scotland, followed by (Midgley, et al 2005). 
West Balkan region with emphasis on Serbian rural development was studied by (Vujicic, & Ristic, 2012) followed 
by a research on measuring social preferences in Southern Europe for social development by (Domínguez-Torreiro, 
& Soliño, 2015), and North West Europe (Oostindie, et al. 2015). Several authors have discussed different rural 
development problems, household perceptions by (Barrios, 2008), multifunctionality promotion (Râmniceanu, 
Ackrill, 2007), “smart” rural development (Naldi, et al. 2015), aspects of environmental planning and management 
(Cremer-Schulte, & Dissart, 2015). 
5. Summary 
Bearing in mind all the above said, given the description of the state of entrepreneurship and rural development in 
Serbia, doubtless that in front of the leadership of Serbia and its citizens is "a big mountain" of solving the problems 
in this area of life and work. It is necessary to take a series of measures such as: changes in the existing legislative 
framework in these areas, adopting new strategies (but the realistic ones, that are achievable in practice in the 
shortest possible time frame), reverse the process of migration (urban - rural), reduce the number of employees in 
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the public sector, give the primacy to the private sector, introduce new incentives (tax and other) for opening of 
shops, small and medium enterprises, reduce the gray economy while creating new jobs, give a "true" financial 
incentives, make an effort to make Serbian entrepreneur feel as an entrepreneur in one of the EU member states, 
meet all conditions (general and specific) to be able to use funds from pre-accession programs such as (the 
formation of a national fund to receive help and guidance, possession of a national development plan with 
exhaustively enumerated priorities by regions and municipalities ...) 
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